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RESOLUTION BY THE BOARD OF COMMISSIONERS OF SHELBY COUNTY,
TENNESSEE APPROVING PROPOSED LEGISLATION TO AMEND TENNESSEE
CODE ANNOTATED, TITLE 49, CHAPTER 3, PART _ , RELATIVE TO
EDUCATION FINANCE TO ESTABLISH A SINGLE SOURCE OF LOCAL SCHOOL
FUNDING IN ANY COUNTY WHERE THERE IS MORE THAN ONE LEA, ONE OF
WHICH IS A SPECIAL SCHOOL DISTRICT WHOSE BOUNDARIES ARE
COTERMINOUS WITH THE CITY’S BOUNDARIES, AND AUTHORIZING THE
ESTABLISHMENT OF AN EDUCATION TRUST FUND. SPONSORED BY
COMMISSIONER MALONE. Belz Amendment to ‘“Plan-B” (Clean Copy as of 5.18.09)

WHEREAS, the Tennessee Constitution guarantees to school children of this state the
right to a free public education; and

WHEREAS, all public school children should be afforded substantially equitable
educational opportunities regardless of their place of residence in Shelby County; and

WHEREAS, stable and adequate public funding is essential to the development and
maintenance of an effective educational system throughout Shelby County; and

WHEREAS, the sole purpose of public education funding is to provide adequate
financial resources and support to each school district to provide the opportunity for a
meaningful and enriching education to all students to enable them to function as productive
citizens in the 21* Century and to accomplish other essential basic educational objectives
required for students to grow and develop into productive adults in an increasingly global
society; and

WHEREAS, the goal, determination, commitment and responsibility of this Commission
is to provide the local financial resources and support required to afford the opportunity for an

excellent education program in the City of Memphis and Shelby County; and



WHEREAS, the purpose of this Resolution is to request the General Assembly of the
State of Tennessee to enact appropriate legislation prior to the commencement of the next school
year to more fully enable Shelby County to provide for stable and adequate local funding to both

school districts in Shelby County.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF COUNTY
COMMISSIONERS OF SHELBY COUNTY, TENNESSEE, that this Board, after careful
consideration hereby requests the members of the Tennessee General Assembly enact legislation,
a copy of which is attached hereto and incorporated herein by reference, amending Tennessee
Code Annotated, Title 49, Chapter 3, Part ___relative to education funding.

BE IT FURTHER RESOLVED, that the Shelby County Legislative Delegation and
members of the Tennessee General Assembly be made aware of this request by copy of this
resolution.

BE IT FURTHER RESOLVED, that this resolution shall take effect immediately, the

public welfare requiring the same.

A C Wharton, Jr. Mayor

Date:

ATTEST:

Clerk of County Commission

ADOPTED:
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AN ACT to amend Tennessee Code Annotated,
Title 49, Chapter 3, Part __, relative to education
finance to establish a single source of local school
funding in any county where there is more than one
LEA, one of which is a special school district whose
boundaries are coterminous with the city’s
boundaries, and authorizing the establishment of an
Education Trust Fund. Belz Amendment to ‘“Plan-
B”’ (Clean Copy as of 5.18.09)

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF TENNESSEE:

SECTION 2. Tennessee Code Annotated Title 49, Chapter 3, Part ___ is amended by

adding the following language as a new, appropriately designated section:

§49-3-___.

(a.) In any county wherein there is more than one LEA, one of which is a special school
district whose boundaries are coterminous with the city's boundaries, the county is
hereby designated and mandated as the single local source of funding for said special
school district and shall be solely responsible under the laws of this state for the local
support of operations and maintenance of such special school district.

(b.) Any county mandated pursuant to division (a) hereof to solely provide all local funding
for a special school district shall, commencing with the school year immediately
following the effective date of this Act (“first fiscal year” or FY 1) and henceforth, be
the single source of all local funding for each LEA within such county, notwithstanding
any law, private act, public act, municipal charter, ordinance, ruling, regulation,

agreement or pattern and practice of funding support to the contrary.
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(c.) Each LEA within such county shall annually submit the current budget for the LEA to
the county mayor for review and comment on or before the 1* day of of each
fiscal year, and shall give due regard to the written comments of the county mayor
concerning the proposed budget of the LEA and submit its proposed or modified
proposed budget for the current fiscal year to the county legislative and funding body
no later than the 1* day of for approval.

(d.) If the legislative and funding body fails to approve the budget for any LEA in the
county by July 1st of the current year, the county legislative funding body and the
board of such LEA may agree to participate in non-binding mediation, the cost and
expense of such mediation being borne jointly by the county and said LEA. Mediation
between the county and said LEA should be completed on or before the Ist day of
August of the current year.

(e.) Notwithstanding the provisions of divisions (a) and (b) hereinabove or any law to the
contrary, there shall be a three (3) year transition period for single source funding by
such county commencing with the first fiscal year (FY 1) identified in division (b)
hereinabove, through the third fiscal year (FY 3), inclusive. During the transition
period the county shall annually increase funds appropriated to each special school
district in the county by an amount to be negotiated by the county mayor and the
president or chair of the board for such special school district, provided that the funding
amount agreed to by the county mayor and the president or chair of the board of such
special school district must be jointly approved by the board of such special school

district and the legislative body of the county and the legislative body of the city in
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which the special school district is located. Provided, however, during this transition
period, if the two legislative bodies and the board of such special school district fail to
approve such funding agreement by the 1st day of August, the legislative body of the
county shall have sole authority to determine by resolution the amount of funding the
county commission shall appropriate to such special school district for operations and
maintenance for the current fiscal year, and the legislative body of city wherein said
special school district is located shall appropriate a level of funding to the special
school district sufficient to comply with local funding levels required by the
maintenance of effort provisions of Title 49, Chapter 3 or other law. In each fiscal year
thereafter, the county legislative body shall maintain the previous level of funding and,
in addition, shall increase funding appropriated by the county to the special school
district during the current fiscal year to the level determined by the process herein set
forth in this division (e).

(f.) A county that increases local funding during the three year FY 1 through FY 3
transition period to a special school district as provided in division (e) hereof is not
required under the WFTEADA formula to increase funding to any other LEA in the
county during the three year transition period or any fiscal year thereafter due to the
county becoming solely responsible under the laws of this state for the local support of
operations and maintenance of such special school district, notwithstanding any law,
ruling, regulation, agreement or pattern and practice of funding support to the contrary.
In all other respects, however, the WFTEADA formula shall apply to any other LEA in

the county, except as expressly provided by division (i) hereof or other law.
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(g.) During the three year FY 1 through FY 3 transition period, the legislative body of the
city in which the special school district is located shall concurrently reduce the city
property tax rate by an amount equivalent and corresponding to the amount of increase
in funding to the special school district provided by the county. Such reduction in the
city tax rate shall be determined and expressly designated by resolution of the city
legislative body.

(h.) Commencing the first fiscal year (FY 1), the legislative body of the city in which the
special school district is located shall by resolution assume all existing capital debt
service and costs previously borne by the special school district located within such
city.

(i.) In any county hereby designated and mandated as the single source of local school
funding, the LEAs in such county may enter into an agreement, approved by their
respective boards, to distribute local funding for operations and maintenance in
accordance with a modified WFTEADA formula set forth in said agreement. Such
modified WFTEADA formula shall provide that local school funding dollars shall
follow each student to whatever LEA the student may attend within the county, thereby
eliminating artificial boundaries between LEAs in the county that impinge upon
learning and educational effectiveness.

(G.) In any county hereby designated and mandated as the single source of local school
funding the county legislative body may issue bonds as permitted under Tenn. Code
Ann. § 49-3-1005(b)(c), commonly known as “rural school bonds,” to fund the capital

needs of any LEA, other than an LEA that is a special school district. Rural school
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bonds issued by the county legislative body shall not be subject to ADA allocation
between such LEA and any special school district. The legislative body of the county
may also issue general obligation school bonds for capital needs of all LEAs in the
county, and proceeds of all such general obligation bonds shall be allocated between
LEAs as required by Tenn. Code Ann. § 49-3-1003(c)(1) and (2).

(k.)In any county hereby designated and mandated as the single source of local school
funding, annexations by the city in which the special school district is located shall not
trigger automatic school attendance transfers, thereby allowing for the LEAs in the
county to consider capital needs and availability and to plan for an orderly and efficient
transition of students as the respective LEAs move toward permanent boundaries.

(1.) (1) Nothing in this Act shall be construed to permit any local legislative and funding

body or LEA to supplant local funds with state funds.
(2) Nothing in this Act shall be construed to permit any local legislative and funding
body or LEA to take any legislative action in derogation of any education funding
requirement set forth in Title 49, Chapter 3 or other law unless expressly authorized by
this Act.

(m.) Nothing in this Act shall be deemed, construed or applied to terminate the legal status
of any affected special school district, LEA or Board of a special school district, and
any such special school district, LEA or Board of a special school district shall be, and
will continue to be, in perpetual legal existence as a validly operating special school

district, LEA or Board of a special school district, notwithstanding any law, private act,
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public act, municipal charter, ordinance, ruling, regulation, agreement or pattern and
practice of funding support to the contrary.

(n.) Nothing in this Act shall authorize the merger or consolidation of any affected special
school district or LEA. Notwithstanding the provisions of Tenn. Code Ann. § 7-2-
108(a)(18), any special school district affected by this Act is permitted to remain in
existence if a metropolitan form of government is adopted, unless the metropolitan
charter expressly provides for the consolidation of school districts. Nothing in this Act
limits, amends or affects the provisions of Tenn. Code Ann. § 49-2-502, which shall
remain in full force and effect.

SECTION 2. Tennessee Code Annotated Title 49, Chapter 3, Part ____ is amended by adding the
following language as a new, appropriately designated section:

§49-3-___.

(a) Any county where there is more than one LEA, one of which is a special school
district whose boundaries are coterminous with the city’s boundaries, and the county
is the single local source of funding for all LEAs within such county, is hereby
authorized to establish an “Education Trust Fund” solely for the support of operations
and maintenance of all LEAs within the county.

(b) A county that establishes an Education Trust Fund as authorized by division (a)
hereof, may by resolution set a “cap” or limit on the amount of “surplus tax proceeds”
any LEA within the county is entitled or permitted to receive in a given fiscal year.

(c) “Surplus tax proceeds” is defined as any and all amounts received, generated,

collected or derived within the current fiscal year from a property tax levy designated,
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allocated and appropriated for school operation and maintenance purposes, including
all other local tax collections within the current fiscal year, if any, designated,
allocated and appropriated for school operation and maintenance purposes for each
LEA within the county that exceed the local maintenance of effort requirement for
education funding mandated by Title 49, Chapter 3 or other law.

(d) If property tax revenue received, generated, collected or derived within the current
fiscal year that is designated, allocated and appropriated for school operations and
maintenance, together with revenue received, generated, collected or derived within
the current fiscal year from other local taxes, if any, designated, allocated and
appropriated for school operations and maintenance purposes are insufficient to meet
and fully satisfy the maintenance of effort requirement described in division (c)
hereof, the county shall within a reasonable time during the current fiscal year
allocate and appropriate funds from other appropriate sources including, but not
limited to, the general fund of the county in an amount sufficient to fully and
completely satisfy the local maintenance of effort requirement.

(e) The cap authorized by division (b) hereof shall be 1.5 percent (1.5%) of the surplus
tax proceeds received, collected or generated by the property tax within the current
fiscal year and designated, allocated and appropriated for school operation and
maintenance purposes and all other local taxes received, collected or generated, if
any, designated and allocated for school operation and maintenance purposes.

(f) All local property tax revenue generated or collected for school operations and

maintenance and all other local generated or collected taxes, if any, designated for
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school operations and maintenance in excess of the cap established by resolution of
the county shall be placed into the Education Trust Fund. No tax proceeds, funds or
moneys deposited or placed into the Education Trust Fund from any source,
whatsoever, or interest or credit generated from such proceeds, funds or moneys
deposited or placed into the Education Trust Fund, can be allocated, pledged,
encumbered, appropriated or used for any purpose whatsoever except for the direct
and exclusive support of local school operations and maintenance.

(g) (1) The county trustee shall have sole authority to manage and control the Education
Trust Fund, and shall ensure that all funds placed or deposited in or interest or credits
derived from the Education Trust Fund shall be exclusively used for the purpose of
support of school operations and maintenance.

(2) The county trustee shall provide for a current detailed accounting of all funds in
the Education Trust Fund to include, but not limited to, the fund balance, interest
earned, deposits made and withdrawals, specifically indicating the amount paid to
each LEA and the specific date of such payment. A summary of such current
accounting shall be made available on the website of the county trustee, and a full
detailed accounting of all funds in the Education Trust Fund shall be available, with
such redactions as required by law, to any citizen of Tennessee at the office of the
county trustee during business hours.
SECTION 3. The provisions of this Act are deemed severable, and if any one or more
provisions are held invalid, such invalidity shall not affect the other provisions or portions of this
Act that can be given force and effect without regard to the invalid portion of this Act.

10
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SECTION 4. This act shall take effect the 4™ day of January, 2010.
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SUMMARY SHEET
Belz Amendment to “Plan-B” (Summary Sheet, only, Updated as of 6.10.09)

I. Description of Item

This resolution requests the Tennessee General Assembly support legislation to amend
Tennessee Code Annotated, Title 49, Chapter 3, Part ___ relative to education finance.

Purpose. The proposed legislation mandates that Shelby County be the single local
source of funding for education, commencing fiscal year 2010-11 (“FY 17). The
proposed legislation, if challenged, would likely withstand an attack as special
legislation. See, Op. Tenn. Atty. Gen. No. 09-102 (May 28, 2009) (wherein the
Tennessee Attorney General opined with regard to the constitutionality of SB 1354 / HB
552 and SB 1355 / HB 549 that these bills would likely not be ruled to be “special
legislation” under Art. IX Sec.8 and the Equal Protection-Due Process of the State
Constitution, Art. I Sec.8. “[I]n the event of a challenge, these bills would be found
constitutional if there is a rational basis justifying the application of their provisions to a
single special school district . . ..” Id., 2009 WL 1532936 at *5.)

The proposed Bill would allow Shelby County to ratchet up to full funding of the
Memphis City Schools system (MCS) over a three-year transition period through 2013
(FY 1 through FY 3). By FY 2012-13 Shelby County would be required to be the single
local source of funding for both MCS. The increase in county funding to MCS over the
three-year transition period would not require an increase in funding to the Shelby
County Schools system (SCS).

Having Shelby County as the single local source of funding for MCS, a special school
district whose boundaries are coterminous with the boundaries of the City of Memphis,
and SCS simplifies the local funding model and equalizes the tax burden on residents
residing within the geographic limits of the respective school systems.

School consolidation is not prohibited, nor is it required by passage of this proposed
Act. Division (n) of Section 1 contains the following provision: “Notwithstanding the
provisions of Tenn. Code Ann. § 7-2-108(a)(18), any special school district affected by
this Act is permitted to remain in existence if a metropolitan form of government is
adopted, unless the metropolitan charter expressly provides for the consolidation of
school districts.” Hence, unless the metropolitan charter adopted by the voters
includes an express provision for the consolidation of schools in the county, MCS
and SCS would remain separate school districts, notwithstanding Tenn. Code Ann.
§ 7-2-108(a)(18), even if voters were to approve a metropolitan form of government
for Shelby County. (Cf. Op. Tenn. Atty. Gen. No. 09-108, June 8, 2009 re: SB 2192 /
HB 2194)

12

D:\PROGRAM FILES\NEEVIA.COM\DOCUMENT CONVERTER\TEMP\57631.DOC\une 18, 2009 (3:33PM)



II.

I1I.

IV.

For further clarification, division (n) of Section 1 also contains the following provision:
“Nothing in this Act limits, amends or affects the provisions of Tenn. Code Ann. § 49-2-
502, which shall remain in full force and effect.” The Tennessee Attorney General
opined in Op. Tenn. Atty. Gen. No. 03-038, 2003 WL 1829260 at *3, that Tenn. Code
Ann. § 49-2-502 is the only method to effectuate a merger or consolidation by transfer of
MCS to the county, other than by an express provision in a metropolitan charter adopted
pursuant to Tenn. Code Ann. § 7-2-108(a)(18). See, also, Op. Tenn. Atty. Gen. No. 05-
021 at *3. However, as noted, passage of this Act would not make school consolidation
mandatory, even if a metropolitan form of government is adopted in Shelby County.

The proposed legislation would permit Shelby County to establish an Education Trust

Fund. The Education Trust Fund would be subject to strict control and limitations on the
use of its funds by the provisions of this proposed statute.

Source and Amount of Funding

This legislation would require an increase in education funding over a three-year
transition period by Shelby County such that by fiscal year 2012-13 Shelby County
would be the single local source of funding for both MCS and SCS. However, a decrease
in funding and by the City of Memphis for funding MCS and a corresponding decrease in
the city property tax rate is mandated by this legislation.

Contract Items

The proposed legislation contemplates agreements between MCS, City Council and the
Commission, negotiated by the County Mayor and the President of the Board of MCS, to
determine the level of increased county funding to MCS during the three-year transition.

Additional Information Relevant to Approval of this Item

The legislation authorizes the LEAs (MCS and SCS) to agree to a modified WFTEADA
formula which shall provide that local school funding dollars shall follow each student to
whatever LEA the student may attend within the county, thereby eliminating artificial
boundaries between LEAs in the county that impinge upon learning and educational
effectiveness.
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